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September 14, 2007


VIA EMAIL (Form990Revision@irs.gov) ONLY


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE:  COMMENTS ON PROPOSED FORM 990 AND SCHEDULES


On behalf of Sheltering Arms Physical Rehabilitation Centers, thank you for the opportunity to comment on the new draft Form 990 and its proposed schedules.  We appreciate the work that the IRS has put into the new form and schedules and its openness to comments from the hospital community.  



However, we do have serious concerns about the filing deadline proposed by the IRS for the implementation of the new Form 990 and its proposed schedules as well other detailed issues as described below. 

THE CORE FORM AND SCHEDULES NEED SUBSTANTIAL REVISION

Significant revisions and refinements must be made to the core form, schedules and instructions. We think it is critical that exempt organizations be given an opportunity to review the revised set of forms, schedules and instructions in their entirety, with another 90-day review period following the re-draft. The IRS should release the second draft with instructions in 2008, and provide another 90-day review period, with a final form release by December 31, 2008. 

It would be a disservice to the entire tax-exempt sector – hospitals in particular – to undertake the first major overhaul of the Form 990 in 25 years without adequate time for review and input. A rushed implementation schedule will inevitably require revisions and modifications that will be costly both to exempt organizations and the IRS, and that will not result in the desired transparency.


1. Core Form


• The IRS asked for comments on whether “the IRS should preclude group rulings”. We


understand this request was intended to elicit comments on whether hospitals and other


organizations that have a “group exemption” should continue to be allowed to file a


group return. Some hospital systems have received group exemptions. If group returns


are eliminated, this would result in a significant burden that subverts the underlying


group exemption.


• Part I (Summary), Line 6 requires an organization to enter the number of individuals


receiving compensation in excess of $100,000. This question provides information of


limited use to the IRS since large organizations will likely have a larger number of


individuals receiving such compensation and small organizations will likely have a


smaller number.


• Part I (Summary), Line 7 requires an organization to enter the highest compensation


amount reported on Part II, Section A (relating to reportable compensation paid to


officers, directors, trustees, key employees, highly compensated employees and


independent contractors). Requiring disclosure of the highest compensation amount paid


on the summary page of the core form could mislead viewers when read outside of the


context of the fuller disclosure required in Part II and Schedule J.


• Part I, Lines 8a and 8b require an organization to calculate total officer, director, trustee


and other key employee compensation and then to calculate a percentage by comparing


total executive compensation to total program expenses. This comparison metric


provides a misleading picture of an organization’s operations and should be eliminated


from the form.


• Part I, Lines 19a and 19b require an organization to calculate fundraising expenses as a


percentage of total contributions and grants. This percentage does not provide helpful


information about an organization’s operations. Notwithstanding its limited use,


organizations should be given an opportunity to explain this percentage.


• Part I, Line 24b requires an organization to calculate total expenses as a percentage of net assets. This percentage is not helpful to understanding an organization’s overall


operations.


• Part II (Compensation and Other Financial Arrangements with Officers, Directors,


Trustees, Key Employees, Highly Compensated Employees, and Independent


Contractors), Section A requires information on key employees, which term is defined in


part based on the disqualified person concept from the Section 4958 intermediate


sanction regulations to include a “person who manages a discrete segment or activity of


the organization that represents a substantial part of the activities, assets, income or


expenses of the organization, as compared to the organization as a whole.” Consideration


should be given to defining “substantial part” or including examples in the instructions or


glossary to help large organizations determine employees who would fall under the


broadened definition. Hospitals could have hundreds of “key employees” if this


definition is not clear.


• Part II, Section A requires an organization to list the city and state of residence of each


listed individual or organization. For hospitals and heath care organizations in rural areas,


providing this information could be tantamount to providing an individual’s home


address.


• Part II, Section A requires an organization to include reportable compensation from


“related organizations” for purposes of reporting the compensation of former (within the


last five years) directors, trustees, officers and key employees or highest compensated


employees. It seems overly burdensome for a large filing organization to be required to


track all former directors, trustees, officers, key employees or highest compensated


employees over a five-year period when they have had no need to do so in the past.


Combining this requirement with a need to survey all related organizations to determine


whether any individual in this group is being paid compensation by such related


organization requires efforts beyond the value the information would provide.


Information on former directors, trustees, officers, key employees or highest


compensated employees should look to current year only.


• Part II, Section A requires an organization to use the compensation figures as reported on Forms W-2 or 1099. For hospitals whose tax year is not the calendar year, Forms W-2


and 1099 reporting will result in compensation data that is much more dated than the


compensation data currently required. For example, if a hospital’s fiscal year ends on


June 30, the hospital would file its return on November 15, with compensation data as of


December 31 of the prior year.


• Part II, Section B, Lines 5a-f require an organization to report the family and business


relationships of officers, directors, trustees or key employees during a five-year lookback


period. Hospital and health care organizations often have boards of directors with


as many as 30 members, and hundreds of contracts. The collection and maintenance of


documentation required to respond to these questions will create excessive new burdens


for organizations, especially for organizations with large boards of directors. Moreover,


the instructions should clarify the duties of organizations to collect such information


going forward.


• Part II, Section B, Line 9 requires an organization to report whether any persons listed in Part A receive compensation from any source other than the filing organization or a


related organization for services rendered to the organization. In its current form, this


question requires organizations to have or acquire access to information that they may not


otherwise have. This question should be clarified to address the extent to which an


organization is required to seek information regarding such compensation arrangements.


Also, if a listed person owns a company that is paid reasonable compensation to perform


services, but the person does not receive any payment other than in his capacity as owner


of the organization, what amount, if any, gets reported?


• Part III (Statements Regarding Governance, Management, and Financial Reporting), Line 2 requires an organization to report any significant changes to its organizing or governing documents. The IRS should clarify that this question would only cover changes to articles of incorporation and bylaws and not other policies of the organization.


• Part III, Line 3b requires an organization to report the number of “transactions” the


organization reviewed under its conflict of interest policy. The instructions or glossary


should be revised to include a definition for “transactions.” Because responding with a


zero or a very high number would create a misleadingly negative connotation, and


because any numerical response will have a different meaning depending on the


organization and its policy, the question should be revised to ask whether the


organization engaged in any transactions that were subject to the policy but were not


reviewed under the policy.

• Part III, Line 10 asks whether an organization’s governing body reviewed the Form 990


before it was filed. This requirement is overly burdensome, particularly for large hospital


systems, which may have dozens of hospitals and related entities for which returns are


being filed. The draft form does not provide a definition of “review,” which should be


added to the instructions or glossary. It is unclear whether an organization can simply


provide the Form 990 to its governing body or whether it needs to receive some kind of


certification that each member of its governing body has in fact reviewed the form. The


instructions should clarify that review by the finance or an equivalent committee of an


organization’s governing body or the governing body of its parent organization is


sufficient if the governing body delegates this function. In clarifying what is meant by


“review,” the IRS also should consider that boards of directors of public companies are


not required to review or certify tax filings under the Sarbanes-Oxley Act.


• Part III, Line 11 asks an organization to indicate where documents are made available to


the public. There is no explanation for why this is being asked.


• Part IV (Statements Regarding General Activities), Line 1d requires an organization to


report the total amount of contributions received from related organizations. The


instructions include as examples of related organizations, “a parent organization or


affiliates at the local, state, or regional level.” The example is confusing and the


instructions should instead use the definition of related organizations from the glossary.


Moreover, it is unclear whether all payments to related organizations (except for


payments that clearly belong under membership dues, rentals, or sales) should be treated


as contributions since there is no corresponding line item under “program service


revenue” or “other revenue.”


• Part IV, Lines 2a – 2g require an organization to enter a corresponding business code


from the Codes for Unrelated Business Activity from the 2006 Instructions for Form 990-


T for the various line items of “program service revenue.” The business codes on 990-T


are not broad enough to reflect accurately program service revenue.


• Part IV, Line 1c requires an organization to report contributions from fundraising events. Although the instructions use an example to show that gross income from other than contributions is to be reported on Line 11a, a reference at Line 1c to such amounts


reported on Line 11a would be helpful.


• Part V (Statement of Functional Expense), Line 3 requires an organization to report


expenses associated with grants and other assistance to governments, organizations, and


individuals outside of the U.S. This question does not provide a reference to Schedule F


or the threshold for filing Schedule F. These references should be added.


• Part VII, Lines 8a (and the applicable instructions) requires an organization to report


whether it conducted all or a substantial part of its exempt activities through or using a


partnership, LLC or corporation and the aggregate exempt activities conducted through or


by such entities involved a substantial portion of the organization’s capital expenditures


or operating budget, or a discrete segment or activities of the organization that represent a


substantial portion of the organization’s assets, income, or expenses as compared to the


organization as a whole. Neither the instructions nor the glossary provide a definition,


percentage or amount for the term “substantial.” It is also unclear whether Lines 8a-8c


would apply to passive investments of endowment or reserve funds in partnerships or


publicly traded corporations.


• Part VII, Lines 11 and 12 require an organization to report whether it has a written policy or procedure for reviewing the organization’s investments and safeguarding its exempt status with respect to transactions and arrangements with related organizations. To the extent the IRS intends to develop sample written policies, IRS should solicit input from members of the tax-exempt sector with respect to the content and form of such written policies.


• Part IX (Statement of Program Service Accomplishments), Lines 3a – 3c require an


organization to describe its exempt purpose achievements for each of its three largest


program services. This question should be moved to Part I of the form, as it is a key


question. Organizations should be allowed as much additional space as necessary to


describe more than three key activities. As drafted, 3d also directs organizations to attach


a schedule listing other program services.


2. Schedule A (Supplementary Information for Organizations Exempt Under Section


501(c)(3))


• Part 1, Line 11f requires an organization to respond whether it has a “written


determination from the IRS that it is a Type I, II or III supporting organization.” Since


most supporting organizations do not have written determinations from the IRS, the


question as written is misleading and unfair because the IRS did not actually issue such


determinations until this year. The question should allow an IRS determination or “a


written opinion of counsel.”


• Part 1, Line 11h, column (vii) requires an organization to report the amount of monetary


support provided by the supporting organization to the supported organization(s). This


question disadvantages supporting organizations such as parent holding companies within


a health care system that do not pay out monetary grants or other support payments


because they are functionally integrated or otherwise undertake activities in support of


their supported organizations. The question should be revised to include the value of


non-monetary support.


3. Schedule C (Political Campaign and Lobbying Activities)


• Part II-B requires reporting by an exempt organization, including reporting on (b) paid


staff or management and for (h) seminars, conventions, speeches, lectures or any other


means. It is not clear precisely what the IRS is attempting to capture under (h) and that


the category needs to be so broad. Also, instead of asking for precise amounts, the IRS


should ask for a range of hours, number of employees or other proxies for amounts that


would provide the IRS with useful information while making the category less


burdensome.


4. Schedule D (Supplemental Financial Statements)


• Parts I and III: Passive investments should be excluded from this schedule, and the listing of securities individually is extremely burdensome.


• Part VII (Other Liabilities) requires organizations to describe and list the book value of


any other liabilities, including federal income tax liabilities, not reportable in the defined


categories on Part VI (Balance Sheet) of the core form. Part VII also requires


organizations to provide the text of the footnote to the organization’s financial statements


that report the organization’s liability for uncertain tax positions under FIN 48.


Disclosing the text of footnotes relating to uncertain tax positions in isolation could be


misleading. Organizations should be given the opportunity to explain such footnotes or


to attach their entire financial statement.


• Part XII (Endowment Funds) requires an organization that holds assets in term or


permanent endowment funds to provide information for the past five years on fund


balances, contributions, investment earnings or losses, program expenditures and


administrative expenditures. The reporting burden associated with this question seems to


outweigh the usefulness of this information. The five-year look-back period should be


reduced or eliminated pending adoption by the IRS of reasonable standards.


5. Statement G (Supplemental Information Regarding Fundraising Activities)


• Schedule G requires an organization to report supplemental information regarding its


fundraising activities. The IRS should clarify how organizations should report


fundraising activities by related entities, which is a common occurrence within a health


system.


6. Schedule H (Hospitals)


• The following comment and suggestion applies only to Schedule H.  Physician recruitment expenses should be included within community benefit calculations to the extent that they are a part of the overall community benefit strategy.


7. Schedule J (Supplemental Compensation Information)


• Schedule J requires an organization to report supplemental compensation information


with respect to listed persons from Part II of the core form. There still seems to be


confusion about who gets reported on Schedule J, so the instructions should further


clarify the individuals for whom such information must be reported.


• Line 1, column (C) requires an organization to report non-qualified deferred


compensation. The instructions should clarify, or the schedule itself should eliminate,


double-reporting of nonqualified compensation. This occurs when the amounts of unpaid,


unvested deferred compensation are reported when awarded and again when they are


vested. Eliminating the double reporting will give a more accurate picture of yearly


compensation. The double reporting of deferred compensation is a problem under the


current Form 990 and the IRS should take this opportunity to correct the confusion. This


question also must address how compensation should be reported if the organization is


reporting on an accrual basis.


• Line 1, column (D) requires an organization to report the amount of non-taxable fringe


benefits provided to the listed persons in column (A). The instructions seem to even


require reporting of de minimis fringe benefits, which by definition under the Internal


Revenue Code are “so small as to make accounting for it unreasonable or


administratively impracticable.” The instructions should follow the current Form 990,


which allows de minimis fringe benefits to be excluded. The instructions or the


compensation matrix also should include examples of nontaxable fringe benefits that


physicians would typically be issued as part of providing services at a hospital, e.g.,


pagers, cell phones and other similar items, or this requirement should be eliminated.


• Line 1, Column (E) requires an organization to report the amount of all expense


reimbursements, and allowances provided for expenses, that are not included on a


recipient’s W-2. It is completely misleading to report such amounts on Schedule J, which


is intended to disclose compensation amounts. Expense reimbursements under


accountable plans that do not result in income to the recipient should not have to be


reported on Schedule J.


• Lines 4 and 5 require an organization to report whether it paid compensation determined in whole or in part by the revenues or net earnings of the organization or a related organization. The instructions should clarify the types of compensation arrangements that would and would not be deemed to be determined in whole or in part by the revenues or net earnings of hospitals or health care organizations.


8. Schedule I (Supplemental Information on Grants and Other Assistance to


Organizations, Governments, and Individuals in the U.S.)


Part III requires an organization to report grants and other assistance to individuals in the


U.S., if the grant amount is $5,000 or more. This threshold should be increased


substantially for large organizations like hospitals. The instructions and the schedule


should clarify whether, consistent with the instructions to Schedule F, Part III,


organizations need not complete Part III if no individual received more than the new


threshold.


9. Schedule L (Supplemental Information on Loans)


Schedule L requires an organization to report details on loans to and from officers,


directors, trustees, key employees, highly compensated employees and disqualified


persons. The schedule and instructions should reference “highest compensated


employees” from Part II of the core form, which is also the defined term in the glossary.


The use of the expression “highly compensated employee” is unnecessarily confusing in


this context.


10. Schedule M (Non-Cash Contributions)


The threshold for completing this schedule should be increased to at least $20,000.


11. Schedule N (Liquidation, Termination, dissolution or Significant Disposition of Assets)


• Clarification is needed as to whether transfers to a wholly owned limited liability


company that is disregarded as separate from the tax-exempt filing organization need to


be reported.


• Clarification is needed as to whether transfers for “full and adequate consideration” that


are excluded from the definition of “substantial contraction” still need to be reported as a


disposition of net assets.


12. Schedule R (Related Organizations)


The following comments relate to Part V – Transactions with Related Organizations.


• For multi-hospital systems, Schedule R is extremely burdensome. At a minimum, the


definition of “related” needs further review and consideration, as there are many


definitions of the term that might have been used.


• Part V requires an organization to report whether it engaged in certain transactions or


transfers with related organizations, including related 501(c)(3) organizations. The


instructions carve out transactions between 501(c)(3) organizations where the only


transactions between the organizations were gifts or grants. This instruction should be


revised to allow transfers that are gifts and grants to be excluded, even where the


organizations have other transactions such as leasing or services arrangements.


• The definition of “transfer” in the instructions should be revised as follows: A transfer


includes any conveyance of funds or property, whether or not for consideration, except


for gifts or grants between related 501(c)(3) organizations.


• The compliance burden from this section is of great concern to our members. Taxexempt organizations within a health system typically have numerous arrangements


involving the performance of services, leasing or sharing of facilities, equipment or


employees, cost reimbursement etc. By way of example, a typical 501(c)(3) health


system could have hundreds of transactions to report under Part V. The AHA


understands that certain questions on this schedule are in response to Section 1205 of the


Pension Protection Act (PPA), but the information on transactions between related


501(c)(3) organizations should be limited to transfers that could result in UBIT under the


controlled entity rule of Section 512(b)(13). Other transactions between related 501(c)(3)


organizations do not raise compliance, exemption, tax or other concerns and should not


need to be reported.


• Schedule R goes beyond what is required under the PPA, which at least limits reporting


of transfers among “controlling and controlled” organizations. By defining “related” as


including brother/sister organizations controlled by the same person or persons, Schedule


R requires any exempt entity within a health care system to include all transfers between


it and any other entity within the system, which completely expands the already overly


broad disclosure required by the PPA. These requirements are completely unworkable in


the health system setting and, again, result in the reporting of transactions that do not


raise compliance, exemption, tax or other concerns.


• The instructions for column (C) require the amount involved in each transaction to be


reported, which is defined as the fair market value of the services, cash and other assets


provided by the organization or the fair market value received, whichever is higher. This


instruction seems to require even related 501(c)(3) organizations that have cost


reimbursement arrangements to determine the fair market value for these arrangements,


which creates a significant valuation burden for arrangements that should not even need


to be reported.

Thank you for your consideration of these comments and concerns and for the opportunity to provide feedback on the Proposed Form 990 and its schedules.


Sincerely,


James E. Sok

President & CEO



September 14, 2007 

VIA EMAIL (Form990Revision@irs.gov) ONLY 

Internal Revenue Service 
Form 990 Redesign, SE:T:EO 
1111 Constitution Avenue, NW 
Washington, D.C. 20224 

RE: COMMENTS ON PROPOSED FORM 990 AND SCHEDULES 

On behalf of Sheltering Arms Physical Rehabilitation Centers, thank you for the 
opportunity to comment on the new draft Form 990 and its proposed schedules.  We 
appreciate the work that the IRS has put into the new form and schedules and its 
openness to comments from the hospital community.   

However, we do have serious concerns about the filing deadline proposed by the 
IRS for the implementation of the new Form 990 and its proposed schedules as well other 
detailed issues as described below. 

THE CORE FORM AND SCHEDULES NEED SUBSTANTIAL REVISION 
Significant revisions and refinements must be made to the core form, schedules and 
instructions. We think it is critical that exempt organizations be given an opportunity to 
review the revised set of forms, schedules and instructions in their entirety, with another 
90-day review period following the re-draft. The IRS should release the second draft with 
instructions in 2008, and provide another 90-day review period, with a final form release 
by December 31, 2008.  

It would be a disservice to the entire tax-exempt sector – hospitals in particular – to 
undertake the first major overhaul of the Form 990 in 25 years without adequate time for 
review and input. A rushed implementation schedule will inevitably require revisions and 
modifications that will be costly both to exempt organizations and the IRS, and that will 
not result in the desired transparency. 

1. Core Form 
• The IRS asked for comments on whether “the IRS should preclude group rulings”. We 
understand this request was intended to elicit comments on whether hospitals and other 
organizations that have a “group exemption” should continue to be allowed to file a 
group return. Some hospital systems have received group exemptions. If group returns 
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are eliminated, this would result in a significant burden that subverts the underlying 
group exemption. 

• Part I (Summary), Line 6 requires an organization to enter the number of individuals 
receiving compensation in excess of $100,000. This question provides information of 
limited use to the IRS since large organizations will likely have a larger number of 
individuals receiving such compensation and small organizations will likely have a 
smaller number. 

• Part I (Summary), Line 7 requires an organization to enter the highest compensation 
amount reported on Part II, Section A (relating to reportable compensation paid to 
officers, directors, trustees, key employees, highly compensated employees and 
independent contractors). Requiring disclosure of the highest compensation amount paid 
on the summary page of the core form could mislead viewers when read outside of the 
context of the fuller disclosure required in Part II and Schedule J. 

• Part I, Lines 8a and 8b require an organization to calculate total officer, director, trustee 
and other key employee compensation and then to calculate a percentage by comparing 
total executive compensation to total program expenses. This comparison metric 
provides a misleading picture of an organization’s operations and should be eliminated 
from the form. 

• Part I, Lines 19a and 19b require an organization to calculate fundraising expenses as a 
percentage of total contributions and grants. This percentage does not provide helpful 
information about an organization’s operations. Notwithstanding its limited use, 
organizations should be given an opportunity to explain this percentage. 

• Part I, Line 24b requires an organization to calculate total expenses as a percentage of 
net assets. This percentage is not helpful to understanding an organization’s overall 
operations. 

• Part II (Compensation and Other Financial Arrangements with Officers, Directors, 
Trustees, Key Employees, Highly Compensated Employees, and Independent 
Contractors), Section A requires information on key employees, which term is defined in 
part based on the disqualified person concept from the Section 4958 intermediate 
sanction regulations to include a “person who manages a discrete segment or activity of 
the organization that represents a substantial part of the activities, assets, income or 
expenses of the organization, as compared to the organization as a whole.” Consideration 
should be given to defining “substantial part” or including examples in the instructions or 
glossary to help large organizations determine employees who would fall under the 
broadened definition. Hospitals could have hundreds of “key employees” if this 
definition is not clear. 

• Part II, Section A requires an organization to list the city and state of residence of each 
listed individual or organization. For hospitals and heath care organizations in rural areas, 
providing this information could be tantamount to providing an individual’s home 



address. 

• Part II, Section A requires an organization to include reportable compensation from 
“related organizations” for purposes of reporting the compensation of former (within the 
last five years) directors, trustees, officers and key employees or highest compensated 
employees. It seems overly burdensome for a large filing organization to be required to 
track all former directors, trustees, officers, key employees or highest compensated 
employees over a five-year period when they have had no need to do so in the past. 
Combining this requirement with a need to survey all related organizations to determine 
whether any individual in this group is being paid compensation by such related 
organization requires efforts beyond the value the information would provide. 
Information on former directors, trustees, officers, key employees or highest 
compensated employees should look to current year only. 

• Part II, Section A requires an organization to use the compensation figures as reported 
on Forms W-2 or 1099. For hospitals whose tax year is not the calendar year, Forms W-2 
and 1099 reporting will result in compensation data that is much more dated than the 
compensation data currently required. For example, if a hospital’s fiscal year ends on 
June 30, the hospital would file its return on November 15, with compensation data as of 
December 31 of the prior year. 

• Part II, Section B, Lines 5a-f require an organization to report the family and business 
relationships of officers, directors, trustees or key employees during a five-year lookback 
period. Hospital and health care organizations often have boards of directors with 
as many as 30 members, and hundreds of contracts. The collection and maintenance of 
documentation required to respond to these questions will create excessive new burdens 
for organizations, especially for organizations with large boards of directors. Moreover, 
the instructions should clarify the duties of organizations to collect such information 
going forward. 

• Part II, Section B, Line 9 requires an organization to report whether any persons listed 
in Part A receive compensation from any source other than the filing organization or a 
related organization for services rendered to the organization. In its current form, this 
question requires organizations to have or acquire access to information that they may not 
otherwise have. This question should be clarified to address the extent to which an 
organization is required to seek information regarding such compensation arrangements. 
Also, if a listed person owns a company that is paid reasonable compensation to perform 
services, but the person does not receive any payment other than in his capacity as owner 
of the organization, what amount, if any, gets reported? 

• Part III (Statements Regarding Governance, Management, and Financial Reporting), 
Line 2 requires an organization to report any significant changes to its organizing or 
governing documents. The IRS should clarify that this question would only cover 
changes to articles of incorporation and bylaws and not other policies of the organization. 

• Part III, Line 3b requires an organization to report the number of “transactions” the 



organization reviewed under its conflict of interest policy. The instructions or glossary 
should be revised to include a definition for “transactions.” Because responding with a 
zero or a very high number would create a misleadingly negative connotation, and 
because any numerical response will have a different meaning depending on the 
organization and its policy, the question should be revised to ask whether the 
organization engaged in any transactions that were subject to the policy but were not 
reviewed under the policy. 

• Part III, Line 10 asks whether an organization’s governing body reviewed the Form 990 
before it was filed. This requirement is overly burdensome, particularly for large hospital 
systems, which may have dozens of hospitals and related entities for which returns are 
being filed. The draft form does not provide a definition of “review,” which should be 
added to the instructions or glossary. It is unclear whether an organization can simply 
provide the Form 990 to its governing body or whether it needs to receive some kind of 
certification that each member of its governing body has in fact reviewed the form. The 
instructions should clarify that review by the finance or an equivalent committee of an 
organization’s governing body or the governing body of its parent organization is 
sufficient if the governing body delegates this function. In clarifying what is meant by 
“review,” the IRS also should consider that boards of directors of public companies are 
not required to review or certify tax filings under the Sarbanes-Oxley Act. 

• Part III, Line 11 asks an organization to indicate where documents are made available to 
the public. There is no explanation for why this is being asked. 

• Part IV (Statements Regarding General Activities), Line 1d requires an organization to 
report the total amount of contributions received from related organizations. The 
instructions include as examples of related organizations, “a parent organization or 
affiliates at the local, state, or regional level.” The example is confusing and the 
instructions should instead use the definition of related organizations from the glossary. 
Moreover, it is unclear whether all payments to related organizations (except for 
payments that clearly belong under membership dues, rentals, or sales) should be treated 
as contributions since there is no corresponding line item under “program service 
revenue” or “other revenue.” 

• Part IV, Lines 2a – 2g require an organization to enter a corresponding business code 
from the Codes for Unrelated Business Activity from the 2006 Instructions for Form 990- 
T for the various line items of “program service revenue.” The business codes on 990-T 
are not broad enough to reflect accurately program service revenue. 

• Part IV, Line 1c requires an organization to report contributions from fundraising 
events. Although the instructions use an example to show that gross income from other 
than contributions is to be reported on Line 11a, a reference at Line 1c to such amounts 
reported on Line 11a would be helpful. 

• Part V (Statement of Functional Expense), Line 3 requires an organization to report 
expenses associated with grants and other assistance to governments, organizations, and 



individuals outside of the U.S. This question does not provide a reference to Schedule F 
or the threshold for filing Schedule F. These references should be added. 

• Part VII, Lines 8a (and the applicable instructions) requires an organization to report 
whether it conducted all or a substantial part of its exempt activities through or using a 
partnership, LLC or corporation and the aggregate exempt activities conducted through or 
by such entities involved a substantial portion of the organization’s capital expenditures 
or operating budget, or a discrete segment or activities of the organization that represent a 
substantial portion of the organization’s assets, income, or expenses as compared to the 
organization as a whole. Neither the instructions nor the glossary provide a definition, 
percentage or amount for the term “substantial.” It is also unclear whether Lines 8a-8c 
would apply to passive investments of endowment or reserve funds in partnerships or 
publicly traded corporations. 

• Part VII, Lines 11 and 12 require an organization to report whether it has a written 
policy or procedure for reviewing the organization’s investments and safeguarding its 
exempt status with respect to transactions and arrangements with related organizations. 
To the extent the IRS intends to develop sample written policies, IRS should solicit input 
from members of the tax-exempt sector with respect to the content and form of such 
written policies. 

• Part IX (Statement of Program Service Accomplishments), Lines 3a – 3c require an 
organization to describe its exempt purpose achievements for each of its three largest 
program services. This question should be moved to Part I of the form, as it is a key 
question. Organizations should be allowed as much additional space as necessary to 
describe more than three key activities. As drafted, 3d also directs organizations to attach 
a schedule listing other program services. 

2. Schedule A (Supplementary Information for Organizations Exempt Under 
Section 
501(c)(3)) 
• Part 1, Line 11f requires an organization to respond whether it has a “written 
determination from the IRS that it is a Type I, II or III supporting organization.” Since 
most supporting organizations do not have written determinations from the IRS, the 
question as written is misleading and unfair because the IRS did not actually issue such 
determinations until this year. The question should allow an IRS determination or “a 
written opinion of counsel.” 

• Part 1, Line 11h, column (vii) requires an organization to report the amount of monetary 
support provided by the supporting organization to the supported organization(s). This 
question disadvantages supporting organizations such as parent holding companies within 
a health care system that do not pay out monetary grants or other support payments 
because they are functionally integrated or otherwise undertake activities in support of 
their supported organizations. The question should be revised to include the value of 
non-monetary support. 



3. Schedule C (Political Campaign and Lobbying Activities) 
• Part II-B requires reporting by an exempt organization, including reporting on (b) paid 
staff or management and for (h) seminars, conventions, speeches, lectures or any other 
means. It is not clear precisely what the IRS is attempting to capture under (h) and that 
the category needs to be so broad. Also, instead of asking for precise amounts, the IRS 
should ask for a range of hours, number of employees or other proxies for amounts that 
would provide the IRS with useful information while making the category less 
burdensome. 

4. Schedule D (Supplemental Financial Statements) 
• Parts I and III: Passive investments should be excluded from this schedule, and the 
listing of securities individually is extremely burdensome. 

• Part VII (Other Liabilities) requires organizations to describe and list the book value of 
any other liabilities, including federal income tax liabilities, not reportable in the defined 
categories on Part VI (Balance Sheet) of the core form. Part VII also requires 
organizations to provide the text of the footnote to the organization’s financial statements 
that report the organization’s liability for uncertain tax positions under FIN 48. 
Disclosing the text of footnotes relating to uncertain tax positions in isolation could be 
misleading. Organizations should be given the opportunity to explain such footnotes or 
to attach their entire financial statement. 

• Part XII (Endowment Funds) requires an organization that holds assets in term or 
permanent endowment funds to provide information for the past five years on fund 
balances, contributions, investment earnings or losses, program expenditures and 
administrative expenditures. The reporting burden associated with this question seems to 
outweigh the usefulness of this information. The five-year look-back period should be 
reduced or eliminated pending adoption by the IRS of reasonable standards. 

5. Statement G (Supplemental Information Regarding Fundraising Activities) 
• Schedule G requires an organization to report supplemental information regarding its 
fundraising activities. The IRS should clarify how organizations should report 
fundraising activities by related entities, which is a common occurrence within a health 
system. 

6. Schedule H (Hospitals) 
• The following comment and suggestion applies only to Schedule H.  Physician 
recruitment expenses should be included within community benefit calculations to the 
extent that they are a part of the overall community benefit strategy. 

7. Schedule J (Supplemental Compensation Information) 
• Schedule J requires an organization to report supplemental compensation information 
with respect to listed persons from Part II of the core form. There still seems to be 
confusion about who gets reported on Schedule J, so the instructions should further 
clarify the individuals for whom such information must be reported. 



• Line 1, column (C) requires an organization to report non-qualified deferred 
compensation. The instructions should clarify, or the schedule itself should eliminate, 
double-reporting of nonqualified compensation. This occurs when the amounts of unpaid, 
unvested deferred compensation are reported when awarded and again when they are 
vested. Eliminating the double reporting will give a more accurate picture of yearly 
compensation. The double reporting of deferred compensation is a problem under the 
current Form 990 and the IRS should take this opportunity to correct the confusion. This 
question also must address how compensation should be reported if the organization is 
reporting on an accrual basis. 

• Line 1, column (D) requires an organization to report the amount of non-taxable fringe 
benefits provided to the listed persons in column (A). The instructions seem to even 
require reporting of de minimis fringe benefits, which by definition under the Internal 
Revenue Code are “so small as to make accounting for it unreasonable or 
administratively impracticable.” The instructions should follow the current Form 990, 
which allows de minimis fringe benefits to be excluded. The instructions or the 
compensation matrix also should include examples of nontaxable fringe benefits that 
physicians would typically be issued as part of providing services at a hospital, e.g., 
pagers, cell phones and other similar items, or this requirement should be eliminated. 

• Line 1, Column (E) requires an organization to report the amount of all expense 
reimbursements, and allowances provided for expenses, that are not included on a 
recipient’s W-2. It is completely misleading to report such amounts on Schedule J, which 
is intended to disclose compensation amounts. Expense reimbursements under 
accountable plans that do not result in income to the recipient should not have to be 
reported on Schedule J. 

• Lines 4 and 5 require an organization to report whether it paid compensation 
determined in whole or in part by the revenues or net earnings of the organization or a 
related organization. The instructions should clarify the types of compensation 
arrangements that would and would not be deemed to be determined in whole or in part 
by the revenues or net earnings of hospitals or health care organizations. 

8. Schedule I (Supplemental Information on Grants and Other Assistance to 
Organizations, Governments, and Individuals in the U.S.) 
Part III requires an organization to report grants and other assistance to individuals in the 
U.S., if the grant amount is $5,000 or more. This threshold should be increased 
substantially for large organizations like hospitals. The instructions and the schedule 
should clarify whether, consistent with the instructions to Schedule F, Part III, 
organizations need not complete Part III if no individual received more than the new 
threshold. 

9. Schedule L (Supplemental Information on Loans) 
Schedule L requires an organization to report details on loans to and from officers, 
directors, trustees, key employees, highly compensated employees and disqualified 
persons. The schedule and instructions should reference “highest compensated 



employees” from Part II of the core form, which is also the defined term in the glossary. 
The use of the expression “highly compensated employee” is unnecessarily confusing in 
this context. 

10. Schedule M (Non-Cash Contributions) 
The threshold for completing this schedule should be increased to at least $20,000. 

11. Schedule N (Liquidation, Termination, dissolution or Significant Disposition of 
Assets) 
• Clarification is needed as to whether transfers to a wholly owned limited liability 
company that is disregarded as separate from the tax-exempt filing organization need to 
be reported. 

• Clarification is needed as to whether transfers for “full and adequate consideration” that 
are excluded from the definition of “substantial contraction” still need to be reported as a 
disposition of net assets. 

12. Schedule R (Related Organizations) 
The following comments relate to Part V – Transactions with Related Organizations. 
• For multi-hospital systems, Schedule R is extremely burdensome. At a minimum, the 
definition of “related” needs further review and consideration, as there are many 
definitions of the term that might have been used. 

• Part V requires an organization to report whether it engaged in certain transactions or 
transfers with related organizations, including related 501(c)(3) organizations. The 
instructions carve out transactions between 501(c)(3) organizations where the only 
transactions between the organizations were gifts or grants. This instruction should be 
revised to allow transfers that are gifts and grants to be excluded, even where the 
organizations have other transactions such as leasing or services arrangements. 

• The definition of “transfer” in the instructions should be revised as follows: A transfer 
includes any conveyance of funds or property, whether or not for consideration, except 
for gifts or grants between related 501(c)(3) organizations. 

• The compliance burden from this section is of great concern to our members. 
Taxexempt organizations within a health system typically have numerous arrangements 
involving the performance of services, leasing or sharing of facilities, equipment or 
employees, cost reimbursement etc. By way of example, a typical 501(c)(3) health 
system could have hundreds of transactions to report under Part V. The AHA 
understands that certain questions on this schedule are in response to Section 1205 of the 
Pension Protection Act (PPA), but the information on transactions between related 
501(c)(3) organizations should be limited to transfers that could result in UBIT under the 
controlled entity rule of Section 512(b)(13). Other transactions between related 501(c)(3) 
organizations do not raise compliance, exemption, tax or other concerns and should not 
need to be reported. 



• Schedule R goes beyond what is required under the PPA, which at least limits reporting 
of transfers among “controlling and controlled” organizations. By defining “related” as 
including brother/sister organizations controlled by the same person or persons, Schedule 
R requires any exempt entity within a health care system to include all transfers between 
it and any other entity within the system, which completely expands the already overly 
broad disclosure required by the PPA. These requirements are completely unworkable in 
the health system setting and, again, result in the reporting of transactions that do not 
raise compliance, exemption, tax or other concerns. 

• The instructions for column (C) require the amount involved in each transaction to be 
reported, which is defined as the fair market value of the services, cash and other assets 
provided by the organization or the fair market value received, whichever is higher. This 
instruction seems to require even related 501(c)(3) organizations that have cost 
reimbursement arrangements to determine the fair market value for these arrangements, 
which creates a significant valuation burden for arrangements that should not even need 
to be reported. 

Thank you for your consideration of these comments and concerns and for the 
opportunity to provide feedback on the Proposed Form 990 and its schedules. 

Sincerely, 

James E. Sok 
President & CEO 
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Mr. Ronald J. Schultz 
Senior Technical Advisor 
Tax Exempt and Government Entities Division 
Internal Revenue Service 
1111 Constitution Avenue, NW 
Washington, DC 20224 

Dear Mr. Schultz: 

Below please find our comments on the new Schedule H. They can also be found at http://www.communitycatalyst.org/doc_store/publications/ 
comments_to_IRS_on_Schedule_H_9-13-2007.pdf. 

Thank you, 

Frank McLoughlin 
Staff Attorney 
Community Catalyst 

++++++++++++++++++++++++++++++++++++++++ 
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From: Audrey Stromberg 

To: *TE/GE-EO-F990-Revision; 

CC: Bob Olsen; Carolyn Casterline; 

Subject: Form 990 comments 

Date: Friday, September 14, 2007 12:56:52 PM 

Attachments: Form 990 comment ltr.doc 

Please read the attached Form 990 comments. 

Audrey Stromberg, Administrator 
Roosevelt Medical Center 
PO Box 419 
Culbertson MT 59218 
406-787-6401 

mailto:astromberg@roosmem.org
mailto:/O=INTERNAL REVENUE SERVICE/OU=WASHINGTON DC/CN=RECIPIENTS/CN=ORGANIZATION MAILBOXES/CN=TEGE-EO-MKT-PROJ
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September 14, 2007


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Ave., NW


Washington, D.C.  20224


RE:  Comments on Draft Redesigned Form 990 and Schedules


I am writing on behalf of Roosevelt Medical Center, a 25-bed CAH, which is the only health care facility serving Culbertson, Montana, and the surrounding area.  Roosevelt Medical Center is a government entity by virtue of the Culbertson Hospital Tax District and operates as a private, 501(c)3 non-profit entity.

The proposed additional reporting requirements, as outlined, place undue hardship and more unreimburseable cost burden on small hospitals.  We don’t use VHA or CHA programs to measure public benefit because of the high cost and lack of staff to complete the extensive data requirements.  Much of what is being asked is “transparent” because we are a tax-supported entity and subject to all Board meetings and financial records being open to the public.

The Critical Access Hospital designation was developed to keep health care access in rural and frontier communities across the country.  Facilities like RMC, who are subject to low patient volumes and a high percentage of Medicare cost-based reimbursement, struggle with cash flow and cannot absorb additional .5-1.0 FTE staffing or $6000-$10,000 in software costs to track benefits that are obvious to the communities we serve.  I recommend that CAHs be exempted from community benefit reporting requirements as proposed and that the IRS works directly with representatives from hospitals with less than 25 beds to establish reporting metrics that make sense for these sole community hospitals.

I completely support the comments submitted by MHA, as association of Montana Health Care Providers, regarding the changes to Form 990 and supporting schedules.

Thank you for this opportunity to comment and for giving this issue your full consideration.  If you have questions, please contact me.


Sincerely, 


Audrey Stromberg, Administrator


(Submitted by Electronic Filing)


PO Box 419


Culbertson, MT 59218


Phone  406-787-6401


Fax  406-787-6461
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September 14, 2007 

Internal Revenue Service 
Form 990 Redesign, SE:T:EO 
1111 Constitution Ave., NW 
Washington, D.C. 20224 

RE: Comments on Draft Redesigned Form 990 and Schedules 

I am writing on behalf of Roosevelt Medical Center, a 25-bed CAH, which is the only health care 
facility serving Culbertson, Montana, and the surrounding area.  Roosevelt Medical Center is a 
government entity by virtue of the Culbertson Hospital Tax District and operates as a private, 501(c)3 
non-profit entity. 

The proposed additional reporting requirements, as outlined, place undue hardship and more 
unreimburseable cost burden on small hospitals.  We don’t use VHA or CHA programs to measure 
public benefit because of the high cost and lack of staff to complete the extensive data requirements.  
Much of what is being asked is “transparent” because we are a tax-supported entity and subject to all 
Board meetings and financial records being open to the public. 

The Critical Access Hospital designation was developed to keep health care access in rural and frontier 
communities across the country. Facilities like RMC, who are subject to low patient volumes and a high 
percentage of Medicare cost-based reimbursement, struggle with cash flow and cannot absorb additional 
.5-1.0 FTE staffing or $6000-$10,000 in software costs to track benefits that are obvious to the 
communities we serve.  I recommend that CAHs be exempted from community benefit reporting 
requirements as proposed and that the IRS works directly with representatives from hospitals with less 
than 25 beds to establish reporting metrics that make sense for these sole community hospitals. 

I completely support the comments submitted by MHA, as association of Montana Health Care 
Providers, regarding the changes to Form 990 and supporting schedules. 

Thank you for this opportunity to comment and for giving this issue your full consideration.  If you have 
questions, please contact me. 

Sincerely, 

Audrey Stromberg, Administrator 

(Submitted by Electronic Filing) 



From: Pamela Gray
 

To: *TE/GE-EO-F990-Revision; 


CC: 

Subject: Comments on Proposed New Form 990 

Date: Friday, September 14, 2007 11:45:54 AM 

Attachments: IRS comment letter - 2008 changes.doc 

Attachment 

============================================================================== 
CONFIDENTIALITY NOTICE: This email contains information from the sender that may be 
CONFIDENTIAL, LEGALLY PRIVILEGED, PROPRIETARY or otherwise protected from disclosure. 
This email is intended for use only by the person or entity to whom it is addressed. If you are not the 
intended recipient, any use, disclosure, copying, distribution, printing, or any action taken in reliance on the 
contents of this email, is strictly prohibited. If you received this email in error, please contact the sending 
party by reply email, delete the email from your computer system and shred any paper copies. 

Note to Patients: There are a number of risks you should consider before using e-mail to communicate with 
us. See our Privacy Policy and Henry Ford My Health at www.henryford.com for more detailed information. 
If you do not believe that our policy gives you the privacy and security protection you need, do not send e-
mail or Internet communications to us. 

============================================================================== 
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September 13, 2007

Internal Revenue Service

Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE: COMMENTS ON PROPOSED NEW FORM 990

On behalf of Henry Ford Health System, thank you for the opportunity to comment on the new draft Form 990.  We are writing now because we understand that the Internal Revenue Service (IRS) is requesting early comment on the forms and plans several rounds of changes.  

We appreciate the work that the IRS has put into the new form and schedules and its openness to comments from the health care community.  However, we have serious concerns about several elements of the proposed Form 990 and in particular Schedule H.  

GENERAL 


We believe that all financial information required to be presented on Form 990 should be required to comply with Generally Accepted Accounting Principles in the United States (GAAP).  This will enhance the ability to compare information and reduce the burden of gathering information.   GAAP already encompasses rigorous requirements as to content and presentation and is well understood by most users of financial information.  It is impractical to attempt to develop another basis for reporting financial information solely for purposes of Form 990.


The interrelationship between the new proposed forms and the related instructions is confusing.  Cross referencing to the instructions should be made highly logical to ensure that preparers and users of the forms consistently interpret the required and reported information.  The proposed instructions are quite lengthy, at times recite regulations, and provide “tips” that are intended to be helpful, but may act to confuse.  The numbering and sequencing of the forms and instructions does not always allow for quick reference.  Without this ability, many users will default to what they think is the intent of the form, rather than seeking guidance


Since, unlike other tax filings, Form 990 is a public document and serves as a primary source of communicating program initiatives to the public, we strongly believe that greater ability to describe programs or attach related documents should be provided.


The differentiation of compensation matters between “Officers, directors and Key employees” and “Disqualified persons” is confusing.  The form should utilize one clear definition for all compensation disclosures.

Use of IRS prescribed ratios to presumably evaluate the efficiency of operations or programs should be avoided.  Analysts should be allowed to utilize their own basis for evaluation.  Such ratios (fund raising or compensation for example) may actually be misleading without the ability of the organization to include sufficient explanatory language.


Part I


More space should be provided to list key programs, and clearer guidance offered to assist in determining the basis upon which to determine this disclosure.  This can be very significant information, so it should not be reduced to one line.


The focus on gaming and fundraising as common measures of the programs should be eliminated or minimally, allowance for discussion should be provided.


Part II


Although the disclosure requirement does not extend to providing the full home address of each the names individuals, the information (City and State) in most cases would be sufficient in many cases to enable identification of the specific residence.  It is unclear why this is useful information.


Compliance disclosures requested related to “covered relationships” is impractical as it is currently defined.  Narrowing of the definition or the involved parties should be considered.


Part V – PAYMENTS TO AFFILIATES  

There needs to be much greater clarity with regard to the intent of this disclosure.  Large organizations most typically have numerous shared services provided between linked entities that flow through inter-company accounts.  Quantification of this in aggregate would be meaningless and could act to conceal activities of a greater concern.


SCHEDULE H


Within the Henry Ford Health System are several hospitals- serving diverse communities, as well as the Henry Ford Medical Group – one of the largest medical group practices in the country and several other businesses involved in the provision of health services to the community.  Instructions related to the new Hospital Schedule H should clarify if it applies only to acute hospital inpatient services.  Additionally, it should allow greater flexibility to address the great diversity of community benefits we provide.  

Based on our initial reviews, we have three primary concerns with Schedule H that we are asking the IRS to address: 

· The filing deadline for Schedule H is far too short and should be extended; 

· The full value of hospital community benefit is not included in Schedule H and should be; and 


· The IRS is requesting information that is unrelated to community benefit and that will not be meaningful to the public.  It should be removed from the form.    

We strongly recommend that implementation be delayed until 2010 to accommodate the delay the IRS anticipates in issuing instructions, as well as the need to adjust or create systems to capture the required measurements and financial information. 


We are committed to transparency.  However, the burden of having to reconfigure financial and data record-keeping systems in time to begin capturing the substantial amount of data required just for the Part I Community Benefit Report by January 1, 2008, is itself a daunting task.  It is made virtually impossible by the fact that the instructions, definitions and worksheets needed to collect that data are not expected to be finalized until mid-2008.  To require hospitals to overhaul financial and data recordkeeping systems before the definitions, line item instructions and worksheets for making the calculations required for Schedule H are completed is unreasonably costly and disruptive.  

Given the number of questions and concerns about Schedule H that have surfaced, we would urge the IRS to consider providing a second draft in 2008 and another review period toward the goal of finalizing the schedule in December 31, 2008.  That would give hospitals sufficient time to revise their financial and data record-keeping systems in order to track and capture new information that will need to be reported. 

Hospitals qualify for the charitable purpose of promoting health by meeting the community benefit standard.  The community benefit standard permits us to tailor our programs and services to the needs of various individual communities.  Among those needs is providing care for low-income patients who may not be able to afford the costs of their care.  Yet we provide their care proudly, and the costs we absorb in doing so should be reflected as a community benefit on Schedule H.    

As currently drafted, Schedule H does not count patient care bad debt expenses as community benefit.  We know that a significant majority of bad debt is attributable to low-income patients, who for many reasons decline to complete the forms required to establish eligibility for either our charity care or fee discount programs 

A 2006 Congressional Budget Office report cited two studies indicating that “the great majority of bad debt was attributable to patients with incomes below 200 percent of the federal poverty level.”  The fact is that despite our best efforts, many of our patients still do not identify themselves as in need of financial assistance.  It is important to us and to our community that the full cost of serving our community – including the cost of serving patients who need help paying their bill but fail to ask for it – be recognized and counted as community benefit.

Additionally, the proposed chart on Schedule H, Part II relating to billing should be eliminated.  It has no bearing on determining whether a hospital is meeting the community benefit standard, and it should not be used to create new reporting standards. 


Relevant information is already provided in other parts of the Form 990.  For example, detailed information on charity care will be provided in Part I of Schedule H.  Information related to a hospital’s revenues and Medicare and Medicaid payments will be included in Form 990.  


Beyond that, the chart’s added layers of requests will require extra staff work to provide, some of the information requested may be competitively sensitive and the chart displays information in a form that is likely to confuse, not inform, our community.  

If the IRS requires more information on our charity care policies and practices, or the way in which we support other community benefit activities and programs, it should ask those questions instead of creating new reporting obligations that would be burdensome and will confuse our communities instead of providing them with the information they need to determine whether we are serving their needs.  

Thank you for the opportunity to comment on the draft Form 990. 


Sincerely,


[image: image1.emf]

J. Douglas Clark


Vice President


1

 MACROBUTTON DocID \\\DC - 068975/000032 - 2579343 v3  






 

September 13, 2007 

Internal Revenue Service 
Form 990 Redesign, SE:T:EO 
1111 Constitution Avenue, NW 
Washington, D.C. 20224 

RE: COMMENTS ON PROPOSED NEW FORM 990 

On behalf of Henry Ford Health System, thank you for the opportunity to 
comment on the new draft Form 990.  We are writing now because we 
understand that the Internal Revenue Service (IRS) is requesting early 
comment on the forms and plans several rounds of changes. 

We appreciate the work that the IRS has put into the new form and schedules 
and its openness to comments from the health care community.  However, we 
have serious concerns about several elements of the proposed Form 990 and 
in particular Schedule H.   

GENERAL  
We believe that all financial information required to be presented on Form 990 
should be required to comply with Generally Accepted Accounting Principles in 
the United States (GAAP). This will enhance the ability to compare information 
and reduce the burden of gathering information.  GAAP already encompasses 
rigorous requirements as to content and presentation and is well understood 
by most users of financial information. It is impractical to attempt to develop 
another basis for reporting financial information solely for purposes of Form 
990. 

The interrelationship between the new proposed forms and the related 
instructions is confusing.  Cross referencing to the instructions should be made 
highly logical to ensure that preparers and users of the forms consistently 
interpret the required and reported information.  The proposed instructions are 
quite lengthy, at times recite regulations, and provide “tips” that are intended to 
be helpful, but may act to confuse.  The numbering and sequencing of the 
forms and instructions does not always allow for quick reference.  Without this 
ability, many users will default to what they think is the intent of the form, rather 
than seeking guidance 

Since, unlike other tax filings, Form 990 is a public document and serves as a 
primary source of communicating program initiatives to the public, we strongly 
believe that greater ability to describe programs or attach related documents 
should be provided. 

The differentiation of compensation matters between “Officers, directors and 
Key employees” and “Disqualified persons” is confusing.  The form should 
utilize one clear definition for all compensation disclosures. 
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Use of IRS prescribed ratios to presumably evaluate the efficiency of 
operations or programs should be avoided.  Analysts should be allowed to 
utilize their own basis for evaluation.  Such ratios (fund raising or 
compensation for example) may actually be misleading without the ability of 
the organization to include sufficient explanatory language. 

Part I 
More space should be provided to list key programs, and clearer 
guidance offered to assist in determining the basis upon which to 
determine this disclosure.  This can be very significant information, so it 
should not be reduced to one line. 

The focus on gaming and fundraising as common measures of the 
programs should be eliminated or minimally, allowance for discussion 
should be provided. 

Part II 
Although the disclosure requirement does not extend to providing the 
full home address of each the names individuals, the information (City 
and State) in most cases would be sufficient in many cases to enable 
identification of the specific residence.  It is unclear why this is useful 
information. 

Compliance disclosures requested related to “covered relationships” is 
impractical as it is currently defined.  Narrowing of the definition or the 
involved parties should be considered. 

Part V – PAYMENTS TO AFFILIATES 
There needs to be much greater clarity with regard to the intent of this 
disclosure.  Large organizations most typically have numerous shared 
services provided between linked entities that flow through inter-
company accounts. Quantification of this in aggregate would be 
meaningless and could act to conceal activities of a greater concern. 

SCHEDULE H 
Within the Henry Ford Health System are several hospitals- serving diverse 
communities, as well as the Henry Ford Medical Group – one of the largest 
medical group practices in the country and several other businesses involved 
in the provision of health services to the community.  Instructions related to the 
new Hospital Schedule H should clarify if it applies only to acute hospital 
inpatient services.  Additionally, it should allow greater flexibility to address the 
great diversity of community benefits we provide.   

Based on our initial reviews, we have three primary concerns with Schedule H 
that we are asking the IRS to address:  

•	 The filing deadline for Schedule H is far too short and should be 

extended; 
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•	 The full value of hospital community benefit is not included in Schedule 
H and should be; and 

•	 The IRS is requesting information that is unrelated to community 
benefit and that will not be meaningful to the public.  It should be 
removed from the form. 

We strongly recommend that implementation be delayed until 2010 to 
accommodate the delay the IRS anticipates in issuing instructions, as well as 
the need to adjust or create systems to capture the required measurements 
and financial information.  

We are committed to transparency. However, the burden of having to 
reconfigure financial and data record-keeping systems in time to begin 
capturing the substantial amount of data required just for the Part I Community 
Benefit Report by January 1, 2008, is itself a daunting task. It is made virtually 
impossible by the fact that the instructions, definitions and worksheets needed 
to collect that data are not expected to be finalized until mid-2008.  To require 
hospitals to overhaul financial and data recordkeeping systems before the 
definitions, line item instructions and worksheets for making the calculations 
required for Schedule H are completed is unreasonably costly and disruptive.   

Given the number of questions and concerns about Schedule H that have 
surfaced, we would urge the IRS to consider providing a second draft in 2008 
and another review period toward the goal of finalizing the schedule in 
December 31, 2008.  That would give hospitals sufficient time to revise their 
financial and data record-keeping systems in order to track and capture new 
information that will need to be reported.  

Hospitals qualify for the charitable purpose of promoting health by meeting the 
community benefit standard.  The community benefit standard permits us to 
tailor our programs and services to the needs of various individual 
communities. Among those needs is providing care for low-income patients 
who may not be able to afford the costs of their care.  Yet we provide their care 
proudly, and the costs we absorb in doing so should be reflected as a 
community benefit on Schedule H.  

As currently drafted, Schedule H does not count patient care bad debt 
expenses as community benefit. We know that a significant majority of bad 
debt is attributable to low-income patients, who for many reasons decline to 
complete the forms required to establish eligibility for either our charity care or 
fee discount programs 

A 2006 Congressional Budget Office report cited two studies indicating that 
“the great majority of bad debt was attributable to patients with incomes below 
200 percent of the federal poverty level.”  The fact is that despite our best 
efforts, many of our patients still do not identify themselves as in need of 
financial assistance.  It is important to us and to our community that the full 
cost of serving our community – including the cost of serving patients who 
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need help paying their bill but fail to ask for it – be recognized and counted as 
community benefit. 

Additionally, the proposed chart on Schedule H, Part II relating to billing should 
be eliminated. It has no bearing on determining whether a hospital is meeting 
the community benefit standard, and it should not be used to create new 
reporting standards.  

Relevant information is already provided in other parts of the Form 990.  For 
example, detailed information on charity care will be provided in Part I of 
Schedule H. Information related to a hospital’s revenues and Medicare and 
Medicaid payments will be included in Form 990.   

Beyond that, the chart’s added layers of requests will require extra staff work 
to provide, some of the information requested may be competitively sensitive 
and the chart displays information in a form that is likely to confuse, not inform, 
our community.   

If the IRS requires more information on our charity care policies and practices, 
or the way in which we support other community benefit activities and 
programs, it should ask those questions instead of creating new reporting 
obligations that would be burdensome and will confuse our communities 
instead of providing them with the information they need to determine whether 
we are serving their needs.   

Thank you for the opportunity to comment on the draft Form 990.  

Sincerely, 

J. Douglas Clark 
Vice President 
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September 14, 2007


By Electronic Filing


Internal Revenue Service


Form 990 Redesign, SE:T:EO


1111 Constitution Avenue, NW


Washington, D.C. 20224


RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES


Hello, my name is Scott A. Duke, Chief Executive Officer for the Glendive Medical Center (GMC) located in Glendive, Montana.  I am also the current Chairman for the Montana Hospital Association (MHA).  As such, I appreciate the opportunity to submit comments on the draft redesigned Form 990. 


GMC is a not-for-profit, community-based health care organization that provides a full spectrum of medical services.  Specifically, GMC is comprised of a 25 bed critical access hospital (CAH), 75 bed skilled nursing facility, 13 unit assisted living facility, along with a home care/hospice agency that serves 4 area counties.  GMC also operates and manages the Eastern Montana Veteran’s Nursing Home, an 80 bed skilled nursing facility.  In addition, 22 physicians and mid-level providers practice at our facility and provide outpatient services at the Gabert Clinic, which is a federally designated rural health clinic (RHC).  GMC employs more than 450 people.  


By most standards, GMC is considered a small rural hospital but, it is important to note that in Montana there are 45 CAH’s and most of these facilities are significantly smaller in their size (number of beds and scope of services).  These facilities are sometimes referred to as “Frontier” hospitals.  


Since 1999, GMC has voluntarily reported its community benefits, following the model established by the Volunteer Hospital Association, Inc. (VHA).  Montana’s hospitals recognize the importance of publicly demonstrating that we are fulfilling our charitable responsibilities and we believe that our community benefits report provides the amount of information which is practical for an organization of our size.  


It is always difficult to make one solution “fit” all types of entities particularly hospitals. The CAH program was designed to maintain access in rural and frontier parts of the United States.  CAH’s face many challenges and can struggle with low patient volumes and financial issues and by the nature of our size; CAH’s are some of the most transparent hospitals in our country.  It is with this in mind that I share the following comments, concerns, and recommendations related to the proposed changes to the Form 990 on behalf of GMC and MHA which represents all hospitals in Montana.

· The proposed reporting requirements would impose an unreasonable burden on hospitals, especially critical access hospitals.

· The proposed changes would substantially alter the Form 990 and create 15 new reporting schedules for tax-exempt organizations, including hospitals. MHA staff estimates that Montana hospitals may have to complete as many as eight of these forms. 


· Critical access hospitals are least able to comply with the new reporting requirements, especially Schedule H which would require them to quantify the community benefits they provide. 


· CAH’s have minimal staff in their billing and business offices. 


· CAH’s do not have staff trained to compile community benefit information, nor do they have the software needed for this task.


· MHA members estimate that compliance would require 120-160 hours a year of staff time. This does not include the time required to install and train staff on how to compile the data.


· The software used by CHA and VHA hospitals to compile community benefit data costs more than $6,000 to purchase. In addition, annual update fees are charged. Only one of Montana’s 45 CAH’s uses this software currently.

· Recommendation: Either to exempt CAH’s from the community benefit reporting requirement or to significantly scale back this requirement.


· The continued operation of CAH’s – providing the only access to health care in frontier communities – should justify their community benefit.


· Instead of quantifying their community benefit, as proposed by the IRS, CAH’s could be required to list the community benefits they provide. This would ensure accountability while also avoiding the extra administrative burden.


· The Definition of Community Benefit should include unpaid Medicare costs and bad debt. 

· Providing medical treatment for the elderly and serving Medicare beneficiaries is an essential service provided by hospitals – regardless of the amount hospitals are paid for doing so. 


· Medicare’s payments to hospitals do not cover the full cost of the care provided to Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they provide. MedPAC data substantiate the point that hospitals are losing money treating Medicare beneficiaries; MedPAC estimates that these losses are expected to grow in the future. 


· Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a number of costs; as a result, CAH’s are really paid only 90-95 percent of cost. 


· Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are a substantial community benefit. 


· Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured and underinsured patients, who, for whatever reason; decline to apply for financial assistance. We serve these patients regardless of their ability to pay – which certainly qualifies as a community benefit.


· In a 2006 report, the Congressional Budget Office concluded that its study supports using uncompensated care (bad debt and charity care) as a measure of community benefits.


· The IRS wants to collect pricing information that is not relevant to the charitable purpose of a hospital. 


· The pricing matrix contained in Schedule H, Part II is unnecessary. Charity care data is included in Schedule H; Part I. Information about a hospital’s Medicare and Medicaid revenues is also contained in other parts of the form.

· Private pay pricing and discount information is proprietary. Disclosing it could give insurers a competitive advantage in negotiating contracts.


· The IRS delay implementation of the forms and schedules – in particular, Schedule H – until tax-year 2010. 


· It is unrealistic to think that hospitals can begin compiling such a massive amount of information beginning on January 1, 2008. It will be difficult for the IRS to publish guidelines by then, difficult for hospitals to revise their software and difficult for hospitals to train their staff for compliance. 


· A delay also would give the IRS more time to work with hospitals to improve the transition to the new forms and schedules.  


The Definition of Community Benefit should include unpaid Medicare costs and bad debt. 


Providing medical treatment for the elderly and serving Medicare beneficiaries is an essential service provided by hospitals – regardless of the amount hospitals are paid for doing so. 


Medicare’s payments to hospitals do not cover the full cost of the care provided to Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they provide. MedPAC data substantiate the point that hospitals are losing money treating Medicare beneficiaries; MedPAC estimates that these losses are expected to grow in the future. 


Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a number of costs; as a result, CAH’s are really paid only 90-95 percent of cost. 


Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are a substantial community benefit.  


Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured and underinsured patients, who, for whatever reason; decline to apply for financial assistance. We serve these patients regardless of their ability to pay – which certainly qualifies as a community benefit.


In a 2006 report, the Congressional Budget Office concluded that its study supports using uncompensated care (bad debt and charity care) as a measure of community benefits.


Collecting Pricing Data
The IRS wants to collect pricing information that is not relevant to the charitable purpose of a hospital.  The pricing matrix contained in Schedule H, Part II is unnecessary. Private pay pricing and discount information is proprietary. Disclosing it could give insurers a competitive advantage in negotiating contracts.


The data collected on a historical basis will serve no useful public function. The Form 990 is not an appropriate tool for the public to seek current pricing information about their health care. The Centers for Medicare and Medicaid Services is already working to post price and quality data on the Internet for common services. The effort by the IRS is redundant, at best. 


Since the Form 990 is collecting historical data, the pricing information is out-of-date. Consumers need access to pricing and quality information. But that data is best obtained directly from the medical providers being considered by the consumer.


In closing, I want to thank you again for the opportunity to provide these remarks and for your serious consideration of the same.  If I can be of further assistance please feel free to contact me.

Sincerely,


Scott A. Duke


Chief Executive Officer

Hometown Quality Care
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RE: COMMENTS ON DRAFT REDESIGNED FORM 990 AND SCHEDULES 

Hello, my name is Scott A. Duke, Chief Executive Officer for the Glendive Medical Center 
(GMC) located in Glendive, Montana.  I am also the current Chairman for the Montana Hospital 
Association (MHA). As such, I appreciate the opportunity to submit comments on the draft 
redesigned Form 990. 

GMC is a not-for-profit, community-based health care organization that provides a full spectrum 
of medical services. Specifically, GMC is comprised of a 25 bed critical access hospital (CAH), 
75 bed skilled nursing facility, 13 unit assisted living facility, along with a home care/hospice 
agency that serves 4 area counties.  GMC also operates and manages the Eastern Montana 
Veteran’s Nursing Home, an 80 bed skilled nursing facility.  In addition, 22 physicians and mid-
level providers practice at our facility and provide outpatient services at the Gabert Clinic, which 
is a federally designated rural health clinic (RHC).  GMC employs more than 450 people. 

By most standards, GMC is considered a small rural hospital but, it is important to note that in 
Montana there are 45 CAH’s and most of these facilities are significantly smaller in their size 
(number of beds and scope of services). These facilities are sometimes referred to as “Frontier” 
hospitals. 

Hometown Quality Care 



Since 1999, GMC has voluntarily reported its community benefits, following the model 
established by the Volunteer Hospital Association, Inc. (VHA).  Montana’s hospitals recognize 
the importance of publicly demonstrating that we are fulfilling our charitable responsibilities and 
we believe that our community benefits report provides the amount of information which is 
practical for an organization of our size. 

It is always difficult to make one solution “fit” all types of entities particularly hospitals. The CAH 
program was designed to maintain access in rural and frontier parts of the United States.  CAH’s 
face many challenges and can struggle with low patient volumes and financial issues and by the 
nature of our size; CAH’s are some of the most transparent hospitals in our country.  It is with 
this in mind that I share the following comments, concerns, and recommendations related to the 
proposed changes to the Form 990 on behalf of GMC and MHA which represents all hospitals in 
Montana. 

•	 The proposed reporting requirements would impose an unreasonable burden on 
hospitals, especially critical access hospitals. 

o	 The proposed changes would substantially alter the Form 990 and create 15 new 
reporting schedules for tax-exempt organizations, including hospitals. MHA staff 
estimates that Montana hospitals may have to complete as many as eight of these 
forms. 

o	 Critical access hospitals are least able to comply with the new reporting 
requirements, especially Schedule H which would require them to quantify the 
community benefits they provide. 
� CAH’s have minimal staff in their billing and business offices.  
� CAH’s do not have staff trained to compile community benefit information, 

nor do they have the software needed for this task. 
� MHA members estimate that compliance would require 120-160 hours a 

year of staff time. This does not include the time required to install and train 
staff on how to compile the data. 

� The software used by CHA and VHA hospitals to compile community 
benefit data costs more than $6,000 to purchase. In addition, annual update 
fees are charged. Only one of Montana’s 45 CAH’s uses this software 
currently. 

o	 Recommendation: Either to exempt CAH’s from the community benefit reporting 
requirement or to significantly scale back this requirement. 
� The continued operation of CAH’s – providing the only access to health 

care in frontier communities – should justify their community benefit. 
� Instead of quantifying their community benefit, as proposed by the IRS, 

CAH’s could be required to list the community benefits they provide. This 
would ensure accountability while also avoiding the extra administrative 
burden. 
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•	 The Definition of Community Benefit should include unpaid Medicare costs and 
bad debt. 

o	 Providing medical treatment for the elderly and serving Medicare beneficiaries is 
an essential service provided by hospitals – regardless of the amount hospitals are 
paid for doing so. 

o	 Medicare’s payments to hospitals do not cover the full cost of the care provided to 
Medicare beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for 
every dollar of care they provide. MedPAC data substantiate the point that 
hospitals are losing money treating Medicare beneficiaries; MedPAC estimates 
that these losses are expected to grow in the future.  

o	 Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare 
excludes a number of costs; as a result, CAH’s are really paid only 90-95 percent 
of cost. 

o	 Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare 
program and are a substantial community benefit. 

o	 Much of the bad debt incurred by hospitals is for care delivered to low-income, 
uninsured and underinsured patients, who, for whatever reason; decline to apply 
for financial assistance. We serve these patients regardless of their ability to pay – 
which certainly qualifies as a community benefit. 

o	 In a 2006 report, the Congressional Budget Office concluded that its study 
supports using uncompensated care (bad debt and charity care) as a measure of 
community benefits. 

•	 The IRS wants to collect pricing information that is not relevant to the charitable 
purpose of a hospital. 

o	 The pricing matrix contained in Schedule H, Part II is unnecessary. Charity care 
data is included in Schedule H; Part I. Information about a hospital’s Medicare and 
Medicaid revenues is also contained in other parts of the form. 

o	 Private pay pricing and discount information is proprietary. Disclosing it could give 
insurers a competitive advantage in negotiating contracts. 

•	 The IRS delay implementation of the forms and schedules – in particular, Schedule 
H – until tax-year 2010. 

o	 It is unrealistic to think that hospitals can begin compiling such a massive amount 
of information beginning on January 1, 2008. It will be difficult for the IRS to 
publish guidelines by then, difficult for hospitals to revise their software and difficult 
for hospitals to train their staff for compliance.  

o	 A delay also would give the IRS more time to work with hospitals to improve the 
transition to the new forms and schedules. 

3 




The Definition of Community Benefit should include unpaid Medicare costs and bad debt.  
Providing medical treatment for the elderly and serving Medicare beneficiaries is an essential 
service provided by hospitals – regardless of the amount hospitals are paid for doing so.  

Medicare’s payments to hospitals do not cover the full cost of the care provided to Medicare 
beneficiaries. Nationwide, Medicare pays hospitals about 92 cents for every dollar of care they 
provide. MedPAC data substantiate the point that hospitals are losing money treating Medicare 
beneficiaries; MedPAC estimates that these losses are expected to grow in the future.  

Medicare pays CAH’s 101 percent of what it considers cost. However, Medicare excludes a 
number of costs; as a result, CAH’s are really paid only 90-95 percent of cost.  
Unpaid Medicare costs amount to a subsidy hospitals provide to the Medicare program and are 
a substantial community benefit. 

Much of the bad debt incurred by hospitals is for care delivered to low-income, uninsured and 
underinsured patients, who, for whatever reason; decline to apply for financial assistance. We 
serve these patients regardless of their ability to pay – which certainly qualifies as a community 
benefit. 

In a 2006 report, the Congressional Budget Office concluded that its study supports using 
uncompensated care (bad debt and charity care) as a measure of community benefits. 

Collecting Pricing Data 
The IRS wants to collect pricing information that is not relevant to the charitable purpose of a 
hospital. The pricing matrix contained in Schedule H, Part II is unnecessary. Private pay pricing 
and discount information is proprietary. Disclosing it could give insurers a competitive advantage 
in negotiating contracts. 

The data collected on a historical basis will serve no useful public function. The Form 990 is not 
an appropriate tool for the public to seek current pricing information about their health care. The 
Centers for Medicare and Medicaid Services is already working to post price and quality data on 
the Internet for common services. The effort by the IRS is redundant, at best.  

Since the Form 990 is collecting historical data, the pricing information is out-of-date. 
Consumers need access to pricing and quality information. But that data is best obtained 
directly from the medical providers being considered by the consumer. 

In closing, I want to thank you again for the opportunity to provide these remarks and for your 
serious consideration of the same.  If I can be of further assistance please feel free to contact 
me. 

Sincerely, 

Scott A. Duke 
Chief Executive Officer 
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September 14, 2007 
 
By Electronic Filing 
 
Internal Revenue Service 
Form 990 Redesign, SE:T:EO 
1111 Constitution Avenue, NW 
Washington, D.C. 20224 
 
RE:  Comments on Draft redesigned form 990 and Schedules  
 
The Healthcare Financial Management Association (HFMA) is pleased to submit the following 
comments on the draft redesigned Form 990 and new draft schedules.   
 
These reporting documents have the potential to help tax-exempt healthcare providers better tell 
their community benefit story and demonstrate that they are fulfilling their tax-exempt purpose. 
Revising the form and adding a schedule to reflect today’s complex healthcare environment is 
timely and laudable. We look forward to working with the IRS and our membership to ensure 
that these reporting tools achieve the stated goals of transparency and accountability while 
minimizing administrative burden.  
 
Over the past several months, HFMA has worked closely with members, other healthcare 
organizations, and IRS staff on this issue. We observe that the tax-exempt healthcare community 
is closely aligned on their concerns about the extent of revisions that must be made to the 
redesigned Form 990 and new schedules (particularly Schedule H) before they become effective 
tools to promote transparency, comparability, and accountability. The American Hospital 
Association, American Bar Association, Catholic Healthcare Association, and others have 
submitted comments that provided detailed, line-by-line recommendations. Rather than repeat 
their work, we wish to express our concurrence with the common themes and recommendations 
submitted by our colleagues. In this letter, we will limit our remarks to those points that are 
specific to HFMA’s expertise and positions. 
 
Attributes of Tax-Exempt Healthcare Providers  
 
We are delighted to see that the form and schedule clearly reflect the fact that charitable activity 
extends well beyond the provision of charity care, as provided for by IRS Revenue Ruling 69-
545. 
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Tax-exempt healthcare organizations are formed to address the specific needs of their 
communities; therefore, the attributes that merit tax-exemption are not standard across all 
institutions. In 1991, an HFMA Chairman's Task Force released a report identifying the major 
attributes of tax-exempt organizations. The Principles and Practices Board built on these 
attributes in light of the current environment. These attributes can be divided into organizational 
characteristics and types of services.  
 
Organizational characteristics:  
 


• Mission to Provide Community Benefit. Mission is a cornerstone of granting tax-
exemption. According to federal law, the tax-exempt provider must have a clearly 
defined mission statement committing the institution to charitable endeavors. Both the 
institution's historical background and the community's needs are important in 
determining the mission statement.  


 
• Use of Financial Surpluses. No individual may receive any portion of a tax-exempt 


institution's financial surpluses as a result of ownership. Both federal and state laws 
require that all financial surpluses must go toward furthering the organization's charitable 
purpose. Compensation arrangements must be carefully constructed to reflect fair market 
value for services rendered.  
 


• Accountability. The organization's board of trustees must hold itself answerable to its 
community for maximizing the entity's contribution to the community.  
 


• Goodwill. Goodwill is an intangible attribute characteristic of successful tax-exempt 
hospitals continuing their mission of providing care and meeting their community 
responsibility over a long period of time. Such organizations usually have stable 
ownership and governance structures and regularly receive significant philanthropic and 
volunteer support.  
 


Types of charitable services:  
 


• Provision of Charity Care. Free or discounted care is an important component of many 
hospitals' tax-exempt missions, but is not the only function that hospitals perform to merit 
tax-exempt status. Organizations that provide charity care must establish and 
communicate a clear charity care policy based on community needs and input. The policy 
should include easy-to-understand, written eligibility criteria.  
 


• Reduction of Government Burden. Many tax-exempt hospitals provide services that 
government otherwise would have to provide. Services especially demanded from tax-
exempt healthcare providers include high-tech, high-intensity services, emergency care, 
chronic care, long-term care, and unprofitable services.  
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• Provision of Essential Healthcare Services. Tax-exempt healthcare providers are often the 
sole providers of healthcare services that are so essential to community health that tax-
exempt status is warranted. Examples of essential services include emergency rooms and 
outpatient clinics serving low-income patients.  
 


• Provision of Unprofitable Services. The provision of unprofitable services is commonly a 
provider's charitable response to a community need. Unprofitable services in this sense 
lose money because of high costs combined with low volume or inadequate payment 
rather than inefficient operations. Common examples of unprofitable services include 
burn, neonatal, and trauma centers and community mental health centers.  
 


• Public Education. Teaching institutions, of course, are exempt because of their role in the 
advancement of education and science. Most tax-exempt healthcare providers, however, 
also provide a range of educational programs to enhance public health. Examples of such 
programs include public health education, wellness programs, and the sponsorship of 
educational activities.  


 
• Serving Other Unmet Human Needs. Some tax-exempt hospitals provide important 


services that are tangential to health care but that are unmet by any other entity in the 
service area. Examples of these activities include senior citizen education and outreach 
programs, care for "boarder" babies, or the operation of a "meals-on-wheels" program.  


 
We are concerned that the structure, content, and magnitude of information required by the revised 
form and schedules sets an expectation that compliance with tax-exempt regulations is only achieved 
if the dollar value of the community benefits provided equals the value of the tax-exemption. This 
expectation makes it difficult to acknowledge the intangible benefits related to the service and 
operation of tax-exempt healthcare institutions that are not readily measured in dollars. Importantly, 
such expectations obscure the fact that the IRS and court rulings have repeatedly determined that the 
promotion of health care is in itself a charitable activity.  
 
We have found over the past 15 years that these 10 attributes have been a useful, comprehensive 
framework for articulating what makes an exempt organization different from its for-profit 
counterparts. Therefore, we urge the IRS to ensure that the form, schedules, instructions, as well as 
the field audit guides used to help interpret these materials, are structured to express these attributes, 
and that the form 990 and schedules allow healthcare providers to capture clearly all the relevant 
attributes by which they support the community benefit standard. 
 
Reporting of Charity Care and Bad Debt  
 
HFMA believes that currently, most healthcare organizations under-report charity care and over-
report bad debt, largely because of the nature of healthcare delivery, and in many  cases, the 
difficulty in obtaining appropriate financial information from patients to determine their financial 
status prior to service delivery.  Historically, both charity care and bad debt were treated as 
uncompensated care and often were not clearly separated.  As such, the difference between the 
two often was blurred. 
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To address this problem, in 2006, HFMA’s Principles and Practices Board, updated Statement 
15: Valuation and Financial Statement Presentation of Charity Care and Bad Debts by 
Institutional Healthcare Providers. 
 
A noteworthy revision to Statement 15, which has important implications for charity care 
reporting as well as collection activities concerning unpaid patient bills, addresses how to record 
bad debt. The Principles and Practices Board states that revenue for patient services should be 
recognized only when it meets GAAP’s revenue recognition criteria:  


• Pervasive evidence exists of a payment agreement between the provider and 
the patient 


• Services have been rendered 
• The price is fixed or determinable, and 
• Collectibility is reasonably assured 


The accounting standard-setting bodies have clearly stated charity care results from an entity’s 
decision to forego revenue. Bad debts, on the other hand, result from the customer/patient’s 
refusal to pay for services that have met the criteria for revenue recognition listed above. (The 
full statement can be downloaded at http://www.hfma.org/ppb15) 
 
Statement 15 also addresses the appropriate reporting of Medicare payment shortfalls:  


 
Medicare shortfalls, if disclosed, should be treated separately, because the program serves 
all elderly and disabled beneficiaries, regardless of income. This difference has resulted 
in a wide diversity of practice regarding the inclusion of Medicare shortfalls as 
community benefit. The Principles and Practices Board acknowledges that Medicare 
shortfalls can be an important issue for many providers, and that such losses can be 
material to the facility’s financial status. The Principles and Practices Board concludes 
that each hospital should decide, based on its circumstances, whether Medicare shortfalls 
should be part of its community benefit disclosure. In all cases where Medicare shortfalls 
are disclosed, the disclosure should be separate from charity care and accompanied by 
sufficient detail and context to help readers understand each reported cost calculation. 
(Paragraph 11.2). 


 
We recommend that the IRS incorporate Statement 15 guidance into its instructions for 
measuring and reporting charity care and bad debt. Also, in Schedule H, Line 3, we recommend 
adding a specific line item for Medicare payment shortfalls. 
 
Billing and Collection Practices 
 
Billing and collections practices is an important issue with significant policy implications. 
However, the information requested in Schedule H Part II does not provide evidence of how a 
facility complies with current regulations governing tax-exempt organizations. Therefore, 
HFMA recommends that this section be removed, or that the IRS explain how each set of 
information requested serves to demonstrate a provider’s exempt-organization compliance.  
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Deadline 
 
Finally, HFMA is deeply concerned about the proposed implementation deadlines, and we urge 
an extension to the filing deadline for the revised form and new schedules to tax year 2010. The 
extra time will allow affected entities to develop the additional processes which will be necessary 
to gather and prepare the additional information required in the new forms, especially draft 
Schedule K (Supplemental Information on Tax-Exempt Bonds). Also, the revisions the IRS 
makes to the form, instructions, and schedules after reviewing public comments are likely to be 
extensive. The extent of these changes, combined with the complexity of the information that the 
IRS seeks to capture, makes an additional review period prudent. To meet the tax year 2010 
deadline, we hope to see the second draft early in 2008, with a final form released no later than 
December 31, 2008.   
 
HFMA hopes that these comments and recommendations are useful as the IRS pursues the best 
interests of patients, taxpayers, and the nation’s healthcare system. We are at your service to 
provide additional background material or perspective on this complex issue. You may reach me, 
or Richard Gundling, Vice President of HFMA’s Washington, DC, office, at (202) 296-2920. We 
look forward to working with you. 
 
Sincerely, 


 
 
 
 


Richard L. Clarke, DHA, FHFMA 
 
 
About HFMA 
 
HFMA is the nation's leading membership organization for more than 34,000 healthcare financial 
management professionals. Our members are widely diverse, employed by hospitals, integrated 
delivery systems, managed care organizations, ambulatory and long-term care facilities, physician 
practices, accounting and consulting firms, and insurance companies. Members' positions include 
chief executive officer, chief financial officer, controller, patient accounts manager, accountant, and 
consultant.  
 
HFMA is a nonpartisan professional practice organization. As part of its education, information, and 
professional development services, HFMA develops and promotes ethical, high-quality healthcare 
finance practices. HFMA works with a broad cross-section of stakeholders to improve health care by 
identifying and bridging gaps in knowledge, best practices, and standards. 







September 14, 2007 

By Electronic Filing 

Internal Revenue Service 
Form 990 Redesign, SE:T:EO 
1111 Constitution Avenue, NW 
Washington, D.C. 20224 

RE: Comments on Draft redesigned form 990 and Schedules 

The Healthcare Financial Management Association (HFMA) is pleased to submit the following 
comments on the draft redesigned Form 990 and new draft schedules.   

These reporting documents have the potential to help tax-exempt healthcare providers better tell 
their community benefit story and demonstrate that they are fulfilling their tax-exempt purpose. 
Revising the form and adding a schedule to reflect today’s complex healthcare environment is 
timely and laudable. We look forward to working with the IRS and our membership to ensure 
that these reporting tools achieve the stated goals of transparency and accountability while 
minimizing administrative burden.  

Over the past several months, HFMA has worked closely with members, other healthcare 
organizations, and IRS staff on this issue. We observe that the tax-exempt healthcare community 
is closely aligned on their concerns about the extent of revisions that must be made to the 
redesigned Form 990 and new schedules (particularly Schedule H) before they become effective 
tools to promote transparency, comparability, and accountability. The American Hospital 
Association, American Bar Association, Catholic Healthcare Association, and others have 
submitted comments that provided detailed, line-by-line recommendations. Rather than repeat 
their work, we wish to express our concurrence with the common themes and recommendations 
submitted by our colleagues. In this letter, we will limit our remarks to those points that are 
specific to HFMA’s expertise and positions. 

Attributes of Tax-Exempt Healthcare Providers  

We are delighted to see that the form and schedule clearly reflect the fact that charitable activity 
extends well beyond the provision of charity care, as provided for by IRS Revenue Ruling 69-
545. 
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Tax-exempt healthcare organizations are formed to address the specific needs of their 
communities; therefore, the attributes that merit tax-exemption are not standard across all 
institutions. In 1991, an HFMA Chairman's Task Force released a report identifying the major 
attributes of tax-exempt organizations. The Principles and Practices Board built on these 
attributes in light of the current environment. These attributes can be divided into organizational 
characteristics and types of services. 

Organizational characteristics:  

•	 Mission to Provide Community Benefit. Mission is a cornerstone of granting tax-
exemption. According to federal law, the tax-exempt provider must have a clearly 
defined mission statement committing the institution to charitable endeavors. Both the 
institution's historical background and the community's needs are important in 
determining the mission statement. 

•	 Use of Financial Surpluses. No individual may receive any portion of a tax-exempt 
institution's financial surpluses as a result of ownership. Both federal and state laws 
require that all financial surpluses must go toward furthering the organization's charitable 
purpose. Compensation arrangements must be carefully constructed to reflect fair market 
value for services rendered.  

•	 Accountability. The organization's board of trustees must hold itself answerable to its 
community for maximizing the entity's contribution to the community.  

•	 Goodwill. Goodwill is an intangible attribute characteristic of successful tax-exempt 
hospitals continuing their mission of providing care and meeting their community 
responsibility over a long period of time. Such organizations usually have stable 
ownership and governance structures and regularly receive significant philanthropic and 
volunteer support. 

Types of charitable services:  

•	 Provision of Charity Care. Free or discounted care is an important component of many 
hospitals' tax-exempt missions, but is not the only function that hospitals perform to merit 
tax-exempt status. Organizations that provide charity care must establish and 
communicate a clear charity care policy based on community needs and input. The policy 
should include easy-to-understand, written eligibility criteria.  

•	 Reduction of Government Burden. Many tax-exempt hospitals provide services that 
government otherwise would have to provide. Services especially demanded from tax-
exempt healthcare providers include high-tech, high-intensity services, emergency care, 
chronic care, long-term care, and unprofitable services.  
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•	 Provision of Essential Healthcare Services. Tax-exempt healthcare providers are often the 
sole providers of healthcare services that are so essential to community health that tax-
exempt status is warranted. Examples of essential services include emergency rooms and 
outpatient clinics serving low-income patients.  

•	 Provision of Unprofitable Services. The provision of unprofitable services is commonly a 
provider's charitable response to a community need. Unprofitable services in this sense 
lose money because of high costs combined with low volume or inadequate payment 
rather than inefficient operations. Common examples of unprofitable services include 
burn, neonatal, and trauma centers and community mental health centers.  

•	 Public Education. Teaching institutions, of course, are exempt because of their role in the 
advancement of education and science. Most tax-exempt healthcare providers, however, 
also provide a range of educational programs to enhance public health. Examples of such 
programs include public health education, wellness programs, and the sponsorship of 
educational activities.  

•	 Serving Other Unmet Human Needs. Some tax-exempt hospitals provide important 
services that are tangential to health care but that are unmet by any other entity in the 
service area. Examples of these activities include senior citizen education and outreach 
programs, care for "boarder" babies, or the operation of a "meals-on-wheels" program. 

We are concerned that the structure, content, and magnitude of information required by the revised 
form and schedules sets an expectation that compliance with tax-exempt regulations is only achieved 
if the dollar value of the community benefits provided equals the value of the tax-exemption. This 
expectation makes it difficult to acknowledge the intangible benefits related to the service and 
operation of tax-exempt healthcare institutions that are not readily measured in dollars. Importantly, 
such expectations obscure the fact that the IRS and court rulings have repeatedly determined that the 
promotion of health care is in itself a charitable activity.  

We have found over the past 15 years that these 10 attributes have been a useful, comprehensive 
framework for articulating what makes an exempt organization different from its for-profit 
counterparts. Therefore, we urge the IRS to ensure that the form, schedules, instructions, as well as 
the field audit guides used to help interpret these materials, are structured to express these attributes, 
and that the form 990 and schedules allow healthcare providers to capture clearly all the relevant 
attributes by which they support the community benefit standard. 

Reporting of Charity Care and Bad Debt 

HFMA believes that currently, most healthcare organizations under-report charity care and over-
report bad debt, largely because of the nature of healthcare delivery, and in many  cases, the 
difficulty in obtaining appropriate financial information from patients to determine their financial 
status prior to service delivery.  Historically, both charity care and bad debt were treated as 
uncompensated care and often were not clearly separated.  As such, the difference between the 
two often was blurred. 
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To address this problem, in 2006, HFMA’s Principles and Practices Board, updated Statement 
15: Valuation and Financial Statement Presentation of Charity Care and Bad Debts by 
Institutional Healthcare Providers. 

A noteworthy revision to Statement 15, which has important implications for charity care 
reporting as well as collection activities concerning unpaid patient bills, addresses how to record 
bad debt. The Principles and Practices Board states that revenue for patient services should be 
recognized only when it meets GAAP’s revenue recognition criteria:  

•	 Pervasive evidence exists of a payment agreement between the provider and 
the patient 

•	 Services have been rendered 
•	 The price is fixed or determinable, and 
•	 Collectibility is reasonably assured 

The accounting standard-setting bodies have clearly stated charity care results from an entity’s 
decision to forego revenue. Bad debts, on the other hand, result from the customer/patient’s 
refusal to pay for services that have met the criteria for revenue recognition listed above. (The 
full statement can be downloaded at http://www.hfma.org/ppb15) 

Statement 15 also addresses the appropriate reporting of Medicare payment shortfalls:  

Medicare shortfalls, if disclosed, should be treated separately, because the program serves 
all elderly and disabled beneficiaries, regardless of income. This difference has resulted 
in a wide diversity of practice regarding the inclusion of Medicare shortfalls as 
community benefit. The Principles and Practices Board acknowledges that Medicare 
shortfalls can be an important issue for many providers, and that such losses can be 
material to the facility’s financial status. The Principles and Practices Board concludes 
that each hospital should decide, based on its circumstances, whether Medicare shortfalls 
should be part of its community benefit disclosure. In all cases where Medicare shortfalls 
are disclosed, the disclosure should be separate from charity care and accompanied by 
sufficient detail and context to help readers understand each reported cost calculation. 
(Paragraph 11.2). 

We recommend that the IRS incorporate Statement 15 guidance into its instructions for 
measuring and reporting charity care and bad debt. Also, in Schedule H, Line 3, we recommend 
adding a specific line item for Medicare payment shortfalls. 

Billing and Collection Practices 

Billing and collections practices is an important issue with significant policy implications. 
However, the information requested in Schedule H Part II does not provide evidence of how a 
facility complies with current regulations governing tax-exempt organizations. Therefore, 
HFMA recommends that this section be removed, or that the IRS explain how each set of 
information requested serves to demonstrate a provider’s exempt-organization compliance.  
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Deadline 

Finally, HFMA is deeply concerned about the proposed implementation deadlines, and we urge 
an extension to the filing deadline for the revised form and new schedules to tax year 2010. The 
extra time will allow affected entities to develop the additional processes which will be necessary 
to gather and prepare the additional information required in the new forms, especially draft 
Schedule K (Supplemental Information on Tax-Exempt Bonds). Also, the revisions the IRS 
makes to the form, instructions, and schedules after reviewing public comments are likely to be 
extensive. The extent of these changes, combined with the complexity of the information that the 
IRS seeks to capture, makes an additional review period prudent. To meet the tax year 2010 
deadline, we hope to see the second draft early in 2008, with a final form released no later than 
December 31, 2008.   

HFMA hopes that these comments and recommendations are useful as the IRS pursues the best 
interests of patients, taxpayers, and the nation’s healthcare system. We are at your service to 
provide additional background material or perspective on this complex issue. You may reach me, 
or Richard Gundling, Vice President of HFMA’s Washington, DC, office, at (202) 296-2920. We 
look forward to working with you. 

Sincerely, 

Richard L. Clarke, DHA, FHFMA 

About HFMA 

HFMA is the nation's leading membership organization for more than 34,000 healthcare financial 
management professionals. Our members are widely diverse, employed by hospitals, integrated 
delivery systems, managed care organizations, ambulatory and long-term care facilities, physician 
practices, accounting and consulting firms, and insurance companies. Members' positions include 
chief executive officer, chief financial officer, controller, patient accounts manager, accountant, and 
consultant. 

HFMA is a nonpartisan professional practice organization. As part of its education, information, and 
professional development services, HFMA develops and promotes ethical, high-quality healthcare 
finance practices. HFMA works with a broad cross-section of stakeholders to improve health care by 
identifying and bridging gaps in knowledge, best practices, and standards. 



From: Stroupe, Paulette L. 

To: *TE/GE-EO-F990-Revision; 

CC: Addiscott, Lynn; 

Subject: Comments from Adventist Health System 

Date: Friday, September 14, 2007 11:28:38 AM 

Attachments: form990 file redesigned comments.pdf 
image001.gif 

Paulette L. Stroupe 
Assistant to Lynn Addiscott, Senior Tax Officer & 
Rob Roy, Senior Investment Officer 
Adventist Health System 
111 N. Orlando Avenue 
Winter Park, FL 32789 
407/975-3791 ’ 
407/975-1461 7 

============================================================================== 
The information contained in this message may be privileged and/or confidential 
and protected from disclosure. If the reader of this message is not the intended 
recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that any dissemination, distribution 
or copying of this communication is strictly prohibited. If you have received this 
communication in error, please notify the sender immediately by replying to this 
message and deleting the material from any computer. 

============================================================================== 

mailto:Paulette.Stroupe@ahss.org
mailto:/O=INTERNAL REVENUE SERVICE/OU=WASHINGTON DC/CN=RECIPIENTS/CN=ORGANIZATION MAILBOXES/CN=TEGE-EO-MKT-PROJ
mailto:Lynn.Addiscott@AHSS.ORG































































	Arranged by Date�
	Margie_Baricevi... Comments on Draft Redesigne... [9/14/2007]�
	Susan Powell       FW: Sheltering Arms Hospital   [9/14/2007]�
	Francis McLough... Community Catalyst's Commen... [9/14/2007]�
	Audrey Stromberg   Form 990 comments              [9/14/2007]�
	Pamela Gray        Comments on Proposed New Fo... [9/14/2007]�
	sduke@midrivers... Form 990 Comment Letter        [9/14/2007]�
	Marjorie Parker    Comments on proposed redesi... [9/14/2007]�
	Stroupe, Paulet... Comments from Adventist Hea... [9/14/2007]�

	Arranged by Sender�
	Audrey Stromberg  �
	Form 990 comments              [9/14/2007]�

	Francis McLough...�
	Community Catalyst's Commen... [9/14/2007]�

	Margie_Baricevi...�
	Comments on Draft Redesigne... [9/14/2007]�

	Marjorie Parker   �
	Comments on proposed redesi... [9/14/2007]�

	Pamela Gray       �
	Comments on Proposed New Fo... [9/14/2007]�

	sduke@midrivers...�
	Form 990 Comment Letter        [9/14/2007]�

	Stroupe, Paulet...�
	Comments from Adventist Hea... [9/14/2007]�

	Susan Powell      �
	FW: Sheltering Arms Hospital   [9/14/2007]�


	Arranged by Subject�
	Comments from Adventist Health System�
	Stroupe, Paulet... [9/14/2007]�

	Comments on Draft Redesigned Form 990 and Schedules�
	Margie_Baricevi... [9/14/2007]�

	Comments on Proposed New Form 990�
	Pamela Gray        [9/14/2007]�

	Comments on proposed redesigned From 990 �
	Marjorie Parker    [9/14/2007]�

	Community Catalyst's Comments on Schedule H�
	Francis McLough... [9/14/2007]�

	Form 990 Comment Letter�
	sduke@midrivers... [9/14/2007]�

	Form 990 Comments�
	Audrey Stromberg   [9/14/2007]�

	Sheltering Arms Hospital�
	Susan Powell       [9/14/2007]�





